. PRIVATE 


INVESTMENT 


CORPORATION 


1990 REPORT 


Rwy fs } 
. FF FAQ. L 
PP" 7 “3 fw“ 

4 — ’ 


CONTENTS 


A MESSAGE FROM THE PRESIDENT 

FINANCIAL POSITION AND FISCAL YEAR 1990 HIGHLIGHTS 
THE AMERICAS 

CENTRAL EASTERN EUROPE AND NORTHERN IRELAND 
AFRICA 

NEAR EAST AND ASIA 

DEVELOPMENT AND U.S. EFFECTS 

THE WORLD OF OPIC 

OPIC INSURED AND FINANCED INVESTORS BY REGION - FY 1990 
FINANCIAL INFORMATION 

OFFICERS AND MANAGEMENT 


OVERSEAS 


PRIVATE 


INVESTMENT 


CORPORATION 


1990 REPORT 


he past vear has been an 

extraordinary period in the 

history of the world. The 
cold war has been won. The days 
oft the dictator are over. Democ- 
racy. tree enterprise and open 
markets have replaced the failed 
political and economic systems ot 


Mars and Lenin. 


The sudden collapse of the Soviet 
empire in Eastern Europe and the 
unmistakable trend toward 
privatization in Central and South 
America and in parts of Atrica are 
clear signs that a new era ts here. 
New geopolitical thinking, the 
restructuring of economic systems 
and the recognition of human 
rights have changed the course of 


world attairs. 


In pace with these dramatic 
transtormations, OPIC has created 
a series of innovative programs 
designed to tultill more effectively 
our basic mission and the Bush 
\dministration’s foreign policy 
initiatives Which promote democ- 
racy. create yobs, and sustain 
economic growth. We are doing 
more business in more countries 
and in doing so we have created 
the highest earnings in OPIC’s 
history. By every measure, 1990 


was our best year ever. 


Our net income was $143 million 
a 17 percent increase over 
comparable tigures from the 
previous 12 months. We achieved 
these record earnings through the 
efforts of a total work force of only 
140 people. That's a $1,020,000 
profit contribution per employee. 
I Know of no business enterprise 
that can report such a high ratio. 


1 am equally proud of OPIC’s 
prudent lending and insurance 
record. On the more than $35 


Ge 2 


billion dollars of insurance we 
have issued over the years, our loss 
rate is Only .O8 percent. We have 
approved over $2.1 billion of 
direct loans and guaranties. Our 
year-end portfolio is more than 

$1 billion, of which $534 million 
is Outstanding. Less than two 
percent of the principal is currently 
past due. I have tound no other 
government lending source with 
such an enviable record for consct- 
entious and prudent money 
management. Indeed, in this day 
and age When so many financial 
institutions throughout the country 
are suffering horrendous losses, 
OPIC’s record earnings and low 
loss rates are even more commend- 


able and significani. 


OPIC ts a government corporation 
run as a sound business. Rather 
than costing the taxpayers any- 
thing, OPIC actually makes money 
for them. Beginning with seed 
funding of $106 million in 1971, 
our capital and reserves now stand 
at more than $1.5 billion, repre- 
senting an excellent return on the 
taxpayers” original investment 
while providing the Corporation 
with a sound financial position 
from which to expand its activities. 


The principal reason for our 
success today ts that OPIC has re- 
sponded quickly to the revolution- 
ary changes that have taken place 
around the world. The days of 
huge foreign aid grants to the 
governments of developing nations 
arc over. No country can any 
longer afford to pour billions upon 
billions of dollars into non- 


productive foreign aid programs. 


There ts now another, more urgent 
and perhaps more deserving need 
for foreign assistance — rebuilding 


the shattered economies of 


countries destroyed by totalitari. 
regimes. These emerging democ- 
racies, Where tree people are 
engaged in tree enterprise, are on 
the right road to peace and 
prosperity. At OPIC, we call this 
“investing in Freedom.” During 
1990, more and more countries 
redirected their foreign assistance 
programs to investments in 
freedom. 


At OPIC, we signed formal letters 
of cooperation with all of our 
counterparts from the Group of 
Seven countries and an additional 
number of the Group of 24 
industrialized countries. We are 
now exchanging information, 
entering into co-lending and co- 
insurance arrangements, and com- 
bining our resources and entrepre- 
neurial business acumen with our 
new partners. 


Last year, we extended OPIC 
operations to Poland, Hungary. 
Czechoslovakia, and eastern 
Germany. We led representatives 
of 100 U.S. corporations on tour 
separate Investment missions to 
Eastern Europe. OPIC committed 
over $260 million in investment 
finance and insurance coverage in 
the region. 


Despite all the publicity given to 
our programs in Eastern Europe, 
“Investing in Freedom” has not 
been limited to these nations 
alone. OPIC ts part of the Admini- 
Stration’s effort to bolster fledgling 
democratic governments and 
economic reforms in Central and 
South America, Africa and 


elsewhere in the developing world. 


OPIC’s Investment Missions 
Program has become our rapid 
deployment torce. A couple of 
weeks after Panama was liberated. 


OPIC was there. Two months 
later. | led an investment mission 
of twenty-seven American compa- 


nies to Panama. 


In Nicaragua, less than a month 
after the stunning electoral victory 
of Violeta Chamorro, OPIC's 
Executive Vice President Jim Berg 
was there to meet with her. 

Shortly after her inauguration, our 
General Counsel Howard Hills led 
a delegation of U.S. business 
executives on a highly successful 


mission to that country. 


We signed bilateral agreements 
and opened operations in ten new 
countries during 1990 — including 
Algeria, Czechoslovakia, Hungary, 
Kiribati, Mongolia, Namibia, 
Poland, Venezuela, Zimbabwe. 
and eastern Germany. OPIC now 


operates in 118 countries. 


Over the past 12 months, we 
created Many imaginative financ- 
ing and business development 
techniques to reach new markets. 
Phe Central and Eastern European 
Growth Fund and the Environ- 
mental Investment Fund are being 
launched with OPIC providing the 
seed money. The Central and 
Eastern European Growth Fund 
will provide up to $200 million for 
economic development in the 
region, and the Environmental 
Investment Fund will add up to 
S100 million tor projects around 
the world in alternative energy, 
forest management, pollution 
control, sustainable agriculture and 


ecotourism. 


Another exciting and innovative 
project currently underway is the 
creation of privately owned and 

managed “Export Processing 


Zones.” These zones provide 


investors with tax and regulatory 
benefits for their operations. In 
the past, OPIC helped to finance 
EPZs in the Caribbean area. Their 
success inspired us to seek oul 
other countries where EPZs will 
attract sound business enterprises. 
With the support of the Agency for 
International Development, we 
anticipate that EPZs will soon be 
operating in Togo and Cameroon. 


International involvement in pro- 
moting small business investments 
has always been an important 
priority at OPIC. This year we 


joined forces with the U.S. Small 


Business Administration to assist 
more effectively small and 
medium-sized American busi- 
nesses. SBA now works closely 
with OPIC in promoting invest- 
ment Missions, CO-sponsoring 
conferences, organizing trade and 
investment workshops, and 
coordinating the use of each 


agency s finance programs. 


1 want to extend a warm welcome 
to our new Board Chairman 
Ronald W. Roskens and Directors 
Timothy J. McBride, H. Douglas 
Barclay. J. Carter Beese, Donald 
B. Ensenat and Carolyn Leavens. 
Each has a distinguished record in 
private and public service which 
will serve OPIC well through the 
exciting times ahead. Thanks also 
to Our Outgoing members Michael 
P. Skarzynski, Donley L. Brady, 
Clarence J. Brown, Allie C. 
Felder, and Mitchell E. Daniels tor 
their many years of loyal service. 
We are also pleased to welcome 
aboard Kevin R. Callwood, our 
new Vice President of Corporate 
Affairs. 


1990 has been a wondertul year for 
OPIC. In days past, we were 


characterized as “Washington's 


best kept secret.” We have now 
assumed an important and much 
more visible role as an effective 
member of the Administration's 
foreign policy team. The chal- 
lenge involved in bringing Amert- 
can know-how, capital and 
financial assurance to developing 
nations and newly emerging 
democracies around the world ts 


exciting and gratifying. 


| want to thank everyone who 
contributed so generously to our 
success. We could not have done 
it without the guidance and support 
we received trom the Administra- 
tion, the cooperation and under- 
standing of Congress, the great 
teamwork and loyalty trom all my 
OPIC colleagues and, most 
importantly, the faith and trust of 


our customers. 


We are off now to another great 
year of growth, innovation and 
teamwork. 


Fred M. Zeder 
President and Chiet Executive Officer 
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PIC’s gross revenues tor 

fiscal 1990 grew over ten 

percent to reach a record 
$167.7 million. Similarly, net 
income increased by 17 percent. or 
S21) million, to an all-time high of 


S143 million. 


OPIC’s operating programs 
contributed record levels of 
revenues. Insurance revenues 
were $360.5 million, a nine percent 
increase over fiscal 1989, while 
income trom OPIC’s finance 
portfolio accounted tor 

$17.9 million, a six percent 
increase. In addition, interest from 
the Corporation's portfolio of 
investments in U.S. Treasury 
securities totalled $113.1 million. 


\s of September 30, 1990, OPIC’s 
cash and portfolio of U.S. govern- 
ment securities stood at a record 
S15 billion, an increase of over 

12 percent. Combined insurance 
und finance reserves increased by 
more than S$TSO million to over 
S15 billion. 


NET INCOME 
FY 1971 THRU FY 1990 


/ M ONS of Do ars 


At year end, tunds available tor 
claims payments exceeded 

$1.6 billion, including the Corpo- 
rations $100-million borrowing 
authority for claims settlements. 
OPIC believes these funds to be 
more than adequate when com- 
pared with its maximum potential 
liability from insurance and 


guaranty claims, which was 


$3.7 billion at September 30, 1990. 


During fiscal year 1990, OPI 
settled six inconvertibility claims 
with cash payments of $5.5 mil- 
lion. Since the program's incep- 
tion, OPIC and its predecessor 
agency have paid, guaranteed or 
provided indemnities tor more 
than $479 million to investors in 
settlement of 238 insurance 
claims. Only 22 insurance claims 
have been denied, of which seven 
were submitted to arbitration by 
the investors. Of the $479 miilion 


in claims settlements to date, OPIC 


has recovered $254 million 
through salvage efforts, and 
anticipates an additional 

$35 million of principal recovery. 


Under its loan guaranty program, 
OPIC paid $5.1 million to guaran- 
teed lenders in fiscal year 1990. 
Since inception, OPIC has paid 
more than $130 million to guaran- 
teed lenders, with significant 
recoveries made through aggres- 


sive collection ettorts. 


The graphs below depict OPIC’s 
exceptionally sound financial 
position, including the steady 
increase In net income, the 
Corporation's remarkably low net 
losses on claim payments, and the 
consistently high level of reserves 


against contingent liabilities. 
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FISCAL YEAR 1990 HIGHLIGHTS 


Record ivet income of $143 million. 
Total Insurance reserves of over $1 billion. 
Total Finance reserves of over $500 million. 


Investment missions to Benin, Bolivia, Cameroon, Guyana, Hungary, 
Jamaica, Morocco, Nicaragua, Panama, Poland, and Togo. 


Total investment of over $7 billion in 127 projects worldwide. 
Positive U.S. net trade and balance of payments effects of $1.5 billion.' 


Finance commitments in excess of $230 million — the Corporation's 
full lending authority for the year. 


Insurance volume of $2.9 billion. 
Small business participation in 28 percent of projects supported. 
Creation of 16,903 host-country jobs. 


Creation of 18,434 person-years of U.S. employment.’ 


First five years of project operations 


FINANCIAL CONDITION AS OF SEPTEMBER 30, 1990 


$500 


INSURANCE 


In Millions of Doliars 


$922 | sittin 
$3,300 }- 


$1016 


FIGURE 4 


vw 
. a 


‘sa 


he past few years have 

seen dramatic changes in 

many Canbbean. Central 
and South American countries as 
new, democratic governments 


have announced programs to 


sSumulate private enterprise, reduce 


government involvement in the 
economy, and eliminate protec- 
LhOMISE policies These changes 
provided the regional tramework 
tor President Bush's “Enterprise 
tor the Americas Initiative.” The 
three pillars which detine this 


vision of regional economic 


Cooperation are private investment, 


mecreased trade. and reduction of 


debt 


OPIC has played an important role 
in many of these nations’ econo- 
nies through its finance, insurance 
and investment promotion pro- 
vrams. In tiscal vear 1990, OPIC 
provided over ST37 million in 
direct loans and loan guaranties to 
proyects in the region and issued 
over S16 billion of insurance. In 
addition, OPTIC concluded an 
agreement with the government of 
Venezuela allowing the operation 


of OPIC programs in that country. 


In response to Bush Admunistra- 
Hon mitiatives, in fiscal vear 1990 
OPIC organized “rapid deploy- 
ment mvestment missions to 
Panama and Nicaragua, each 
within weeks of those countries: 
return to democratic rule. The 
mission to Panama. with 27 
representatives of American 
husiness focusing on financial 
services, agriculture. light industry 
and tourism, was sent off from the 


White House by President Bush 


%m 


Investor interest in the mission to 
Nicaragua Was piqued by a White 


House breting in which President 


Bush called on the private sector to 


support freedom in Central 
America through private invest- 
ment. The mission itself, with 16 
participants concentrating on the 
agroindustry, leather, lumber, 
financial services and chemical 
sectors, heard Mrs. Violeta 
Chamorro, the new democratically 
elected President of Nicaragua. 
encourage foreign investment and 
private initiative and capital for 


her country. 


Investment missions to Guyana 
and Bolivia were also conducted 
during fiscal year 1990: a total of 
15 participants explored invest- 
ment opportunities ranging from 
mining, natural gos, and electric 
power, to geothermal energy, 
agroindustry and telecommunica- 


tlOnS SeTVICES. 


Privatization of siate-owned 
companies is a major national 
objective in Argentina, Colombia. 
Jamaica and Venezuela. among 
other countries. OPTIC, through its 
finance and insurance programs, 
assisted five privatization projects 
in those countries, involving over 
$257 million of investment in 
tourism, telecommunications, and 


manufacturing. 


Debt reduction is also a major 
objective in the region. Toward 
this end, OPIC supported projects 
in Chile and Argentina involving 


debt-for-equity swaps 


The efforts of governments which 
undertook austerity programs to 
improve their investment climates 
were rewarded with increased 
investment flows. As a result of 


such ettorts, OPIC was able to 


support two projects in Guyana, 
and provide its first financing tor 
projects in Uruguay and Venezuela. 
Finding new sources of financing 
inan era of limited bank resources 
has been critical tor the region. To 
support that objective, OPTIC 
provided insurance and tinancing 
for projects involving tunds 
available through Section 936 of 
the US. Tax Code. (These tunds 
are the protits of companies 
operating in Puerto Rico that are 
tax exempt if invested in Puerto 
Rico or certain Caribbean Basin 
Initiative Countries.) Projects 
which pioneered the use of these 
turds included several hotel 
projects in Jamaica, a mayor liquid 
natural gas facility in Trinidad, 
and a fruit processing plant im the 
Dominican Republic. 


The development of the region's 
trade opportunities ts another goal 
to which OPIC made a substantial 
contribution in fiscal year 1990. 
OPIC supported a number of 
projects in the Dominican Repub- 
lies tree trade zones, including the 
expansion of one of the zones. In 
addition, OPIC assisted a number 
of small projects through direct 
loans and insurance that will result 
in increased exports for several 
countries including Bolivia and 
Costa Rica. 


Privatization 


® A consortium of Telefonica de 
Espana, Techint. and Citibank bid 
successtully to privatize the 
southern portion of Argentina's 
telephone system. OPIC assisted 
by insuring Citibank loans to the 
consortium’s holding company. 


® In 1990, the Government of 
Jamaica moved to privatize nearly 
all government-owned hotels. 
OPIC provided a loan guaranty for 
the privatization and returbishment 
oO; two Contiguous hotels to 
become a major business and 
resort center, and also insured U.S. 
bank loans to Jamaican companies 
purchasing five other government- 


owned hotels. 


® To assist in a privatization effort 
in Colombia, OPIC provided a 
loan guaranty for the acquisition, 
completion and expansion of an 
unfinished pulp and paper mill. 
The facility will produce paper 
from sugar cane bagasse — a 
waste product from sugar refining. 
The project will create more than 
270 new jobs and result in signifi. 
cant local procurement and foreign 


exchange generation. 


® In Venezuela, OPIC provided 
almost $100 million in insurance 
and loan guaranties for the 
construction and operation of a 
newsprint mill. Originally planned 
as a parastatal organization, the 
project will now be 85 percent 
privately owned and managed. 
The production process will 
employ state-of-the-art technology 
and ts expected to create 330 new 
jobs in the first five years of 


project Operations. 


New Sources of Funds 


® Phoenix Park. Inc. borrowed 
Section 936 funds insured by OPIC 
to establish a major liquid natural 
gas project in Trinidad and 
Tobago. The project will utilize 
an abundant natural resource and 
will generate significant foreign 
exchange through regional produtt 


sales. 


® OPIC provided a direct loan to 
Caribex Dominicana in the Do- 
minican Republic to expand an 
export-oriented fruit juice proces 
sing plant. The project may also 
utilize Section 936 funds. 


® In Brazil, OPIC furthered its 
commitment to facilitate financing 
for local private sector businesses 
by providing insurance and a loan 
guaranty for the development of 
several McDonald's franchises. 
Through OPIC’s assistance, local 
investors gained access to capital 
that is typically not available. 


Trade Expansion 


® OPIC provided a loan guaranty 
to assist in the expansion and 
operation of the San Cristobal 
Industrial Free Trade Zone in the 
Dominican Republic. This large 
industrial park is projected to 
create 200 new jobs, $3 million in 
annual foreign exchange earings. 
and more than $53 million in U.S. 
exports in the first five years. 


CENTRAL / EASTERN EUKOPE AND NORTHERN IRELAND 


n April 1989, President Bush 

announced a new tramework 

tor Amencan foreign policy 
towards the emerging democracies 
# Central and Eastern Europe. He 
stressed that the U.S. has to do tts 
uUIMOS to encourage these govern 
ments in ther evolution tow ard 
democracy. free enterprise, and 
market economies. After decades 
of communism, the economies of 
Central and Eastern Europe were 
near collapse. with stifling 
government control of production 
and distribution, a lack of commer 
cal and tinancial infrastructure. 
primitive Communications sys 
tems, and an agricultural system 
nich in promise but undermined by 


state control 


President Bush believed that 
OPIC. with its focus on the role of 
private enterprise, was ideally 
suited to participate in the recon 
struction of Central and Eastern 
Lurope. OPIC promptly took up 
the challenge issued by the 
President and signed bilateral 
agreements oith the governments 
of Poland and Hungary in the tall 
of 1989. During the vear, it led tour 
mvestment missions to Central and 
Eastern Europe (two to Poland, 
one to Hungary. and one to eastern 
Germans). Representatives from 
7S companies participated in the 
missions, demonstrating the 
miense mterest on the part of US 
business in these emerging 
democracies. In the summer of 
1990, OPIC signed a bilateral 
agreement with the government of 
the German Democratic Republic, 
and in the tall led an investment 
mission to caster Germany 

OVIC also signed a bilateral 
avreement with the government of 


C vechoslovakia during the tall 
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In tiscal year 1990, OPIC sup- 
ported 20 projects in Central and 
Eastern Europe. and tacilitated 
S100 million of new project 
mvestment in Poland alone by 
committing $16.5 million in direct 


loans and loan guaranties. 


OPIC also authorized a 

SSO million investment guaranty 
tor the Central and Eastern 
European Growth Fund which will 
benefit the entire region. In 
addition, OPIC backed $240 mil- 
hon of investment in Poland. 
Hungary. and Yugoslavia with 
investment insurance. Highlights 
of OPTIC activities in the sectors 


identified as most crucial tol ow, 


Financial and Business 
Infrastructure 


® One of the most significant 
financings in the region was 
OPIC’s SSO million loan guaranty 
to the privately owned and 
managed Central and Eastern 
European Growth Fund, which will 
invest in productive business 
enterprises in the region. The 
Fund will acquire securities of new 
and established companies that 
plan to expand, as well as state- 
owned enterprises that are being 
acquired by private investors. The 
Fund's investments will generate 
vital new economic activity in 
Central and Eastern Europe by en- 
couraging private sector growth 
and generating employment. 


® OPIC insurance supported one 
of the first foreign banks to open in 
Budapest. This project ts bringing 
modern credit review and banking 
practices to the Hungarian market. 
OPIC also insured the capital of a 
major U.S. appraisal company. 


which ts now offering Western 


Stvie appraisal services trom an 
office in Budapest. These serv- 
ices. such as determining the value 
of assets contributed by state 
enterprises, are essential in negoti- 
ating and making investments in 
Central and Eastern European 


countries. 


® Through a $15 million invest- 
ment guaranty, OPIC. in coopera- 
tion with its ftalian counterpart, 
Sezione Speciale Per L’Assicura- 
vione (SACE). has agreed to 
finance the Warsaw International 
Hotel. a hotel/oftfice building 
which will be managed by Hyatt 
International. Through its insur- 
ance program, OPIC also sup- 
ported two other major hotels in 
Eastern Europe — the Warsaw 
Marriott and the Belgrade Hyatt 
Regency. In addition to creating 
2.000 much-needed jobs and 
considerable foreign exchange for 
Poland and Yugoslavia, the 
projects will help remedy a dearth 
of office space and hotel accom- 
modations for visiting business 
executives and tourists, as well as 
set new standards for service in the 
hotel industry. 


Private Sector 
Encouragement 


® OPIC insured the largest West- 
em investment in Eastern Europe 
to date: General Electric's 

$150 million acquisition of a 
majority interest in Tungsram 
Company Lid. — a Hungarian 
State-owned manufacturer of 
lighting products. Through the 
acquisition, General Electric 
positioned itself to be more com 
petitive in the Western European 
market while bringing modern 
management and manutacturing 


techniques, as well as private 


ownership and control, to a major 


Hunganan company. 


® (PIC also provided insurance to 
a small New Jersey firm that saw a 
need tor commercial signs in 
Hungary's new market economy 
and invested in a commercial sign 
workshop with two small Hungar- 
ian companies. The business ts 
developing rapidly, employing 
several more workers than origi- 


nally forecast. 
(Communications 


® Investment in telecommunica- 
tions is essential for economic 
growth. OPIC insurance supported 
US WEST, a Colorado-based tele- 
phone company which received 
the first concession offered by the 
Hungarian government tor a 
cellular telephone system. With 
operations just underway, the 
system ts already oversubscribed. 


Agricultural Development 


® OPIC insured an investment in, 
and provided a $1.5 million direct 
loan to, a joint venture in Poland 
which will produce insulated 
refrigeration panels. The panels 
will significantly increase the 
efficiency of Poland's tood 
processing infrastructure by 
heiping to preserve the fresh 
produce supply, which historically 
had a high spoilage rate due to a 
lack of refrigerated transportation. 
The venture will create approxi- 
mately SO new jobs and transfer 
modern technology to the region. 


® OPIC provided insurance to a 
small Flonda business which 
mvested $250,000 in a Warsaw 
tr_.Jing company that will buy 
cattle in Poland tor export to 


Europe. The project will benetit 
private Polish farmers by provid- 
ing a new outlet for the sale ot 
Polish cattle. thereby loosening the 
State trading company monopoly. 


® OPIC also insured the $1.8 mil- 
lion investment of a small investor 
group trom San Francisco in a 
potato and grain processing 
company in Torun, Poland, an 
agricultural center northwest ot 
Warsaw. The project, which ts ex- 
pected to employ 355 people. will 
produce potato meal and cereals 
for export to Western Europe. 
Japan, and the U.S. and generate 
critical foreign exchange earnings. 


Northern Ireland 


® The Anglo-Irish Agreement 
Support Act of 1987 authorized 
OPIC to offer its programs in 
Northern Ireland and certain parts 
of Ireland in order to rebuild 
industry and community conti- 
dence in areas hard-hit by civil 
disturbances. In fiscal year 1990, 
OPIC supported its first project in 
Northern Ireland by providing a 
$6.5 million loan guaranty and 
investment insurance to Lummus 
Mackie Lid., the newly acquired 
subsidiary of a smail business in 
Georgia, to revitalize its flax and 
wool processing machinery manu- 
facturing facilities in West Pelfast. 
This will generate considerable 
exports for Northern Ireland and, 
in an area which has an unemploy- 
ment rate of 40 percent, secure 
existing jobs. This project also 
represents OPIC’s first cooperative 
fnancing effort with the Industrial 
Development Board (IDB) tor 
Northern Ireland, which hosted 
OPIC’s 1988 investment mission 
to that country 


as «4 


AFRICA 


PIC has consistently 

sought to increase US 

private investment in 
sub Saharan Africa, a region that 
has historically experienced 
serious problems attracting 
investment capital. In fiscal vear 
1990. a number of events set the 
stage tor OPIC to become morc 
achive im encouraging investment 
in the region, including the signing 
of agreements with the govern- 
ments of Algeria. Namibia and 
Zimbabwe allowing the operation 
of OPIC programs in those 


COUnTTIes 


Other significant accomplishmenis 
included the commencement of 
operations of the OPIC-supported 
\inca Growth Fund; the conclu- 
sion of the Togo Export Processing 
Zone (EPZ) pre-feasibility study 
and the adoption of a competitive 
iree zone law in Cameroon: the 
completion of a successtul 
investment mission to West 

\incca: an international conterence 
on Export Processing Zones in 
Mauritius: and the temporary 
assignment of two OPIC officers to 


posts in cast and west Africa 
The Africa Growth Fund 


This fund is a privately owned and 
managed investment company that 
was initiated by OPIC in 1988 to 
lake critical equity positions in 
new and expanding businesses in 
sub-Saharan Atrica. It ts capital 
ived by a select group of U.S 
corporations and an OPIC loan 
guaranty of S20 million. In tiscal 
vear 1990. the fund contributed a 
portion of the equity capital tor the 
construction of an international 
class hotel in Botswana. This 
OPIC-insured project will also be 
tinanced by OPIC, as well as the 
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U.K. Commonwealth Develop- 
ment Corporation (CDC), the 
European Investment Bank. and 
the Netherlands Financierings- 
Maatschappyy Voor Ontwikke- 
lingslanden N.V. (FMQO) 


In fiscal year 1991. the Africa 
Growth Fund expects to invest in 
several other projects that are 
currently under review. To assist 
in this process. an OPIC officer 
has been assigned for several 
months to the Fund’s branch office 
in Nairobi, Kenya. 


Export Processing Zones 


Export Processing Zones are 
industrial parks especially desig- 
nated by a government to provide 
tax and other incentives to export 
firms. Today, these zones account 
for more than 1.2 million jobs 
intemationally, and have contrib- 
uted substantially to the success of 
export industries in Asia and the 
Caribbean. As a result of work 
jointly tunded by OPIC and the 
Agency tor International Develop- 
ment (A.1.D.), a privately owned 
EPZ in Togo will be the first ever 
established in sub-Saharan Africa. 


A successtul pre-feasibility study 
of the economic viability of an 
export processing zone in Togo 
was concluded under a contract 
jointly tunded by OPIC and A.1.D. 
A marketing analysis conducted as 
part of the study de*ermined that 
there was considerable imerest on 
the part of a number of firms trom 
North America, Europe. and Asia 
in locating in the Zone, which ts 
expected to begin operations in 
1991. To help ensure the Zone's 
success, an OPIC officer has been 
assigned to temporary duty in 


Togo to assisi in establishing the 


Zones marketing and administra 


live agencies 


® The interest of the international 
investment community in Togo’s 
Export Processing Zone was dem 
onstrated during the course ot the 
September investment mission to 
West Africa that was co-sponsored 
by OPIC and A.L.D. Several of the 
U.S. investors who participated in 
that mission entered into serous 
joint venture discussions with 
Togolese and other businesses to 
undertake projects, many of which 
will take advantage of the new 
EPZ legislation. Among ‘he 
participants were a number of 
American industrial park and free 
zone developers who have now 
submitted proposals to the Govern. 
ment of Togo to undertake the 
actual construction of the Zone. 


® The West Africa Mission. which 
also visited Benin and Cameroon, 
resulted in agreements that could 
lead to more than $35 million in 
new investment. Based on the 
promising results of the mission, 
OPIC and A.L.D. plan to organize 
two more investment Missions to 
sub-Saharan Africa in fiscal year 
199] 


® In Cameroon, an EPZ project is 
also proceeding. Remarkable 
progress has been made by the 
Cameroonian government and 
private sector working together to 
establish a viable export regime 
centered around the new EPZ 
legislation. 


EPZ Conference for 
African Countries 

® The success of the Togo and 
Cameroon EPZ projects has not 
gone unnoticed in the rest of 
\fnca. In response to numerous 


requests for information by a 


number of African countries, OPIC 


and A.1.D.. with the support of the 
\incan Development Bank. held a 
conterence in Mauritius on the 
subject of Export Processing Zone 
development. The two-day 
conference, attended by represen 
latives of 12 African countries. 
highkghted the comprehensive and 
often complex changes to existing 
laws and practices required to 
initiate a successful and competi- 


tive EPZ program. 
Project Highlights 


® OPIC committed financing for 
ts first proyect in the Gambia: the 
acquisition and returbishment of 
tishing vessels by a minority 
owned U.S. small business 

These ships will be used in a joint 
vemture fishing and seatood 
processing project which will 
create approximately 180 new jobs 
and reopen an idle seafood 
processing plant in Banjul, the 
country’s capital, This investment 
is being co-financed by the 
International Finance Corporation 
(IFC), an affiliate of the World 
Bank 


® OPIC insured Interkiln, a small 
US. business, which will manu- 
facture high quality clay products 
such as bricks and tiles in 
Botswana. This project, which 
was identified as a result of 
OPIC’s 1989 investment mission 
to Botswana, Swaziland and 


Lesotho, 1s expected to play a key 


role in helping the local construc- 
tion industry meet building 
demand to alleviate severe housing 
shortages. The locally produced 
bricks and tiles will repiace high- 
priced imports. 


® OPIC also insured a project 
involving the installation of a 
packet-switched data network for 
the Kenya Posts & Telecommunt- 
cations Corporation. The project 
will enhance the dependabi'ity of 
the national communications 
sysiem, an important infrastructu- 
ral requirement for attracting new 
investment. 
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NEAR EAST AND ASIA 


A TMi Za is opencd i thx 
Necar Fast and Asia as 
OPIC concluded agres 


I, uith the governments of 
Konbat: and Mongolia allowing, 
craton of Cope PrOVramns 
ln much of Asta. the tremendous 
ssure of population vrowth 
lomands the creatron of new yobs 
employs the growing numbers of 
’ entrants onto the labor torce 


\ muinY’ 


hriehter economic tuture are 


pcopic with hopes iw oa 


ooking now more than ever to the 
private sector as the route to 
economic security. Foreign invest 
ment, which brings with it new 
lechnologies. tramimng, and the 
prospect of better wages, ts often 
the key to creating desperately 


needed emp’ -vment opportunities 


New sources of power are also 
needed im many countnes that are 
pecially vulnerable to oil price 

Huctuations. Increasing the 
iulization of local energy re 
ources such as natural gas both 
helps mitigate the etfects of 
lependency on foreign tuel 
ources and reduces their impact 
on limited foreign exchange 


reserves 
Job Opportunities 


During tiscal vear 1990. there 
acre many cxamph. ot OPC 

upported investments which wall 
create ssemiticant numbers of new 


quality yobs mn countries with the 


most serious population pressures 


8 in Bengladesh. OPIC msuranc 
supported the financing of a new 
ammonia and urea tertulizer 
manutacturing tacit, near 
Chittagong which wall process 
Bangladesh's most abundant 
natural resource as and wm 
xo domg create SOO new pols 

© In the remote Indonesian prov 
mee of Inan Java. OPIC msurance 
supported the mayor expansion ot a 
world-class copper, gold and silver 
mine which will generate up to 


1.200 new jobs 


® In the Central Visayas region of 
the Philippines, OPIC insurance 
supported a project sponsored by a 
small U.S. business to buy and 
process crab and other seafood for 
export. The processing plant will 


employ about 75 people 
New Technologies 


® An OPIC-supponed investment 
creating a new, privately owned 
science park in the Philippines will 
provide the intrastructure neces 
sary for high-tech firms to estab 
lish manufacturing taciities tora 


vanety of electronic products 


© COPIC insured the Ferro Corpora 
hon s acquisition of a 49 percen’ 
meres ina manulacturing facility 
m Turkey which produces trits 
(ceramic compounds). The tirm 
plans to expand production to 
mclude specialty ceramic com 
pounds and colors. Approximately 
S percent of the production ts tor 
the Turkish market and 25 percent 
lor export, In addition to investing 
equity. Ferro provided processing 
iechnology under a patent and 
lhoense agreement mn order to 


fnniermze the local manultacturmeg 


prrerns ~~ 


New Power Sources 
© OPIC insured a US. investor 
nunormy ownership in the tors 
private power project on the 
Philippines under the country 5 
new laws tor Busld-t perate 
lranster (BOT) proycts. The 
project, ulllizing returbished gas 
turbines, will quickly provide 200 
megawatts of clectncity to the 
power-short national grid system 
Outher proyect investors include the 
Asian Development Bank. the 
International Finance Corporation. 
and companies from Hong Kong 


and Japan 


© In Egypt. OPIC provided cover 
age under its Contractors and 
Exporters program for Guibert 
Commonwealth International, Inc 
and Ovevseas Bechtel, Inc.. who 
jointly contracted with the Egyp 
tian Electricity Authority to 

prov ide a turmkes ws kage of 
services for the construction and 
installation of an clectric power 
generation plant in South Cairo 
The plant will have a 100 mega 
watt gas turbine generator that will 
help reheve chromic power 
shortages in Cairo. This proyect 
will also create an estimated 4) 
person-years of employment in the 
LS. over the four-year period of 


project comstruction 


DEVELOPMENT AND U.S. EFFECTS 


scal vear 1990. OFM morovement cer Dre Vv 1OUs si 4 
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rail coonomic growth esiment 
hase been decline. Ax bigure 2 mndicates that 48 per 
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FISCAL 1990 SOURCES FISCAL 1990 PROJECTS 
OF PROJECT INVESTMENT BY PER-CAPITA INCOME 


$1529 (216 sa 


$300 142 


FIGURE 1 FIGURE 2 


FISCAL 1990 FISCAi 1990 
PROJECTS BY REGION PROJECTS BY INDUSTRY 


11 43 
27 (21 
13:10 18 114 
29 (23 
oa 1m 15 (28 28 (22 
; 79 
FIGURE 4 
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Banking and finance emerged as 
the leading sector for OPIC- 
assisted investment in fiscal year 
1990. accounting for 37 projects. 
The manufacturing sector occupied 
the second largest category (29), 
followed by services (28), agri- 
business (18), tourism (11), and 
minerals and energy (4). (See 
Figure 4 on previous page.) 


Development Impacts 


In addition to a record volume of 
investment, the 127 projects 
assisted by OPIC will provide, in 
the aggregate, significant eco- 
nomic and social benefits for 
developing host countries. These 
projects will directly generate an 
estimated 16.903 jobs in the devel- 


oping host countries. Initial ex- 
penditure of more than $4.6 billion 
on local goods and services will 
result in many additional jobs and 
opportunities for host country en- 
trepreneurs. More than $1.1 bil- 
lion in annual exports from the 
host countries will result from 
these projects, and host govern- 
ments will obtain $219 million in 
annual revenues. (See Table 1.) 


U.S. Economic Effects 


The U.S. economic effects of the 
projects assisted by OPIC in 

fiscal year 1990 are also quite fa- 
vorable. Initial procurement of 
U.S. goods and services valued at 
$961 million, plus operational pro- 
curement fron) U.S. sources valued 


ESTIMATED DEVELOPMENTAL IMPACTS OF 


FISCAL YEAR 1990 PROJECTS 


Annual Foreign 
Exchange Effects 


for Host Country 


Foreign exchange benefits 


Imports replaced 
Exports generated 
Total A 


Foreign exchange costs 


Project imports 
Capital outflows 
Total B 


Amount/Number 
(millions of $ or 
number of workers) 


102 
1.141 
$ 1,243 


375 
608 
$ 983 


Net foreign exchange benefits (A less B) $ 260 


Net annual taxes, revenues and 


duties paid to the host country” $ 219 
Initial local expenditures $ 4.656 
Local employment generated” 
Technical and management 2.773 
Skilled and unskilled labor 14,130 
Total 16,903 


’ Average annual amount over a 5-year forecast period. 
Number of workers in fifth year of production. 


TABLE 1 


at $1.2 billion during the first five 
years of project operations, will 
result in $2.1 billion in U.S. 
exports Over a five-year period. 
Taking into account $1.1 billion in 
U.S. imports from the projects, as 
well as $12.9 million in U.S. 
exports potentially displaced by 
the projects, the U.S. will show a 
net five-year trade benefit of 

$1.5 billion. This net U.S. trade 
benefit will directly support 18.434 
person-years of U.S. employment 
during this period. When all 
financial flows are taken into 
account, the projects will result in 
a net favorable U.S. balance of 
payments effect of more than $1.5 
billion. (See Table 2.) 


Of course, not all foreign direct 
investment has a favorable impact 
for the U.S. economy. OPIC, 
following scitutory directives, is 
very selective about the invest- 
ments it assists, consistently 
rejecting those having potentially 
significant adverse impacts on the 
U.S. economy or U.S. employ- 
ment. Accordingly, OPIC tor- 
mally rejected one such project in 
fiscal 1990: others were discour- 
aged prior to formal application. 


Environmental Impacts’ 


In fiscal year 1990, OPIC reviewed 
the potential environmental 
impacts of approximately 185 
projects and carried out environ- 
mental assessments of 73 projects. 
Particularly complex analyses 


*OPIC’S environmental policies and procedures 
stem, in large part. from language in the OPI 
Reauthorization Act of 1985. Under the Act 
OPIC is: 1) prohibited from assisting any project 
posing an unreasonable or major environmental or 
safety hazard: 2) required to notify host 
governments of environmentally sensitive projects 
that it proposes to assist: and 3) directed to ensure 
that all of its projects are consistent with the 
provisions of the Foreign Assistance Act 
pertaining to the protection of tropical forests and 


endangered species 


were required for projects involv- 
ing forestry, pulp and paper 
manufacturing, minerals and 
energy, agriculture, fertilizer 
manufacturing, natural gas 
processing and fishing. 


Occasionally, OPIC receives 
applications tor projects that do 
not Meet its environmental impact 
eriteria. Under these circum- 
stances, OPIC may suggest 
mitigative measures that, if 
effectively implemented, would 
make ihe project eligible for OPIC 
assistance. Without the investors’ 
agreement to implement such 
measures, OPIC has no choice but 
to reyect the project. Four such 


projects Were rejected on environ- 


mental grounds in fisea! year 1990, 


including forestry and agricultural 
projects in Africa, a mining project 
in the South Pacific, and a waste 
processing facility in the Carib- 
bean 


‘.s required by its statute, OPIC 
issued four environmental notifica- 
lions to host governments during 
fiscal year 1990 for projects 
deemed “environmentally sensi- 
tive. The projects involved 
fertilizer manufacturing, natural 
vas processing and use of agricul- 
tural pesticides. OPIC also 
monitored nine previously assisted 
projects for environmental effects. 
They were found to be in compli- 
ance with investor representations. 


Worker Rights Reviews 


Under Section 231 of the Foreign 
Assistance Act, OPIC is prohibited 
from operating its programs in any 
country not found to be taking 
Steps to adopt and implement 
internationally recognized worker 
rights as detined in the Trade Act 


ESTIMATED U.S. ECONOMIC BENEFITS OF PROJECTS ASSISTED 


BY OPIC IN FISCAL YEAR 1990 


Total project investment 


U.S. investment in projects 


U.S. percent of total 


Total direct U.S. project exports 
Initial procurement trom U.S. 


Operational procurement 


Estimated U.S. employment 
generated 


TABLE 2 


of 1974. The President's annual 
determinations with respect to 
eligibility for the Generalized 
System of Preferences (GSP) on 
worker rights grounds guide OPIC 
in this regard. Since 1987, OPIC 
has suspended its programs in six 
GSP countries — including Liberia 
in fiscal year 1990 — on worker 
rights grounds. 


In fiscal year 1990, OPIC reinsti- 
tuted its programs in Nicaragua 
based on a Presidential waiver of 
the worker rights requirement, 
following the election and inaugu- 
ration of the Chamorro govern- 
ment in the spring of 1990, 
pending a full-scale GSP review. 


With respect to non-GSP coun- 
tries, OPIC issues an annual report 
on its worker rights determinations 
for any country whose policies in 
this area are formally challenged at 
the Corporation’s annual public 
hearing. In addition, under the 
Omnibus Trade and Competitive- 
ness Act of 1988, OPIC reports 
annually on the reasons for any 
worker rights determination it 
makes with respect to the People’s 
Republic of China. 


$ 7.082 million 
2.916 million 
41 percent 


$ 2.145 million 
S 961 million 
$ 1.184 million 


18,434 person-years 


At its annual public hearing on 
November 28, 1989, OPIC heard 
testimony alleging worker rights 
violations in Taiwan and China. 
Following extensive and detailed 
reviews of workers rights condi- 
tions in both countries, the 
Corporation found that Taiwan has 
been taking steps to adopt and 
implement worker rights and 
therefore continued to be eligible 
for OPIC programs. OPIC also 
issued a report in April 1990 which 
found that since the Tiananmen 
Square incident, China had failed 
to take steps to adopt and imple- 
ment worker rights. OPIC had sus- 
pended its programs in China on 
foreign policy grounds following 
the events of June 1989. 
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THE WORLD OF OPIC 


OVERVIEW 

Phe Overseas Private Investment Corporation 
(OPIC) is a self-sustaining U.S. government 
agency Whose purpose is to promote economic 
growth in developing countries by encouraging 
U.S. private investment in those nations. In this 
way, OPIC can help American companies 
remain competitive in the international market- 


place. 


OPIC assists U.S. investors through three 
principal programs: (1) financing investment 
projects through direct loans and/or loan 
guaranties, (2) insuring investment projects 
against a broad range of political risks, and (3) 
providing preinvestment services including 
country and regional information kits, com- 
puter-assisted project/investor matching, and 
Investment Missions. 


All of OPIC’s guaranty and insurance obliga- 
tions are backed by the full faith and credit of 
the United States of America, as well as by 
OPIC’s own substantial financial reserves. 


OPIC assistance is available tor new business 
invesiments and expansions in 118 developing 


countries and areas around the world. However. 


OPIC will not provide assistance for any project 
that adversely affects the U.S. economy or 
domestic employment, ts financially unsound, 
or does not promise significant benefits to the 
social and economic development of the host 
country, 


The Overseas Private Investment Corporation 
was established by Congress in 1969, and began 
operation in 1971. Structured like a private 
corporation, it operates entirely out of its own 
earnings. Moreover, OPIC has recorded a 
positive net income for every year of opera- 
tions, with reserves currently standing in excess 
of $1.5 billion. 


OPIC’s professional staff, recruited primarily 
from the private sector, ts dedicated to respond- 
ing quickly to investor needs and to developing 
creative business solutions for furthering U.S. 


private investment in the developing world. 


INVESTOR 
INFORMATION 
SERVICE 


This information clearinghouse 
provides U.S. companies and individu- 
als with easy “one-stop-shopping”™ for 
basic economic, business and political 
information and data from a variety of 
sources on 118 developing countries 
and 16 geographical regions. The 
information is available for purchase in 
country-specific and region-specific = 


Algeria 

Anguilla 

Antigua/Barbuda 

Argentina 

Aruba 

Bahamas 

Bahrain 

Bangladesh 

Barbados 

Belize 

Benin 

Bolivia 

Botswana 

Brazil Czechoslovakia 
Burkina Faso Djibouti 

Burundi Dominica 
Cameroon Dominican Republic 
Cape Verde Eastern Germany 
Chad Ecuador 

Chile Egypi 

Colombia El Salvador 
Congo Equatorial Guinea 
Cook Islands Fiji 

Costa Rica French Guiana 
Cote d'Ivoire Gabon 

Cyprus Gambia 


OPIC COUNTRY LIST 


OPPORTUNI 
BANK 


This computer datd 
investor's interest 
opportunities. A 
venture projects 0 
of their company, 
sought and the dev 
tries of interest. U 
tion is “matched” 
submitted by foreig 
American investors 
a modest fee charg 


Guinea-Bissau 
Guyana 


Hungary 
India 
Indonesia 
Ireland 
Israel 
Jamaica 
Jordan 
Kenya 
Kiribati 
Korea 
Kuwait 


“matches a U-S. 


cific overseas 


irms seeking joint 
wouui a description 


of investment 
country or coun- 


uest. the intorma- 
imilar information 


esses seeking 


tration is tree, with 


match” requests. 


banon 
sotho 
adagascar 
Malawi 
Malaysia 
Mali 
Malta 
Marshall Islands 
Mauritania 
Mauritius 
Micronesia, 
Fed. States of 
Mongolia 
Morocco 
Mozambique 
Namibia 
Nepal 


INVESTMENT 
MISSIONS 


OPIC conducts periodic investment Missions to 
developing countries offering excellent invest- 
ment Opportunities for American businesses. 
Missions are designed to introduce senior 
U.S. business executives to key business 
leaders, potential joint-venture partners and 
high-ranking government officials in the host 
country. Since the program's inception in 
1975, representatives from more than 750 U.S. 
firms have participated in 64 missions to 95S 

“2% developing countries. 


Netherlands Antilles EX GY} . 
Nicaragua . \ X 
Niger ; Y 
Nigeria 

Northern Ireland be u 
Oman Sudan 7 , 
Pakistan Swaziland : 
Panama Taiwan 

Papua New Guinea Tanzania 

Philippines Thailand 

Poland Togo 

Portugal Tonga 

Qatar Trinidad & Tobago 
Rwanda Tunisia 

St. Kitts-Nevis Turkey 

St. Lucia Uganda 

St. Vincent/Grenadines Uruguay 

Sao Tome & Principe Venezuela 

Saudi Arabia Western Samoa 

Senegal Yemen 

Sierra Leone Yugoslavia 

Singapore Zaire 

Somalia Zambia 

Sri Lanka Zimbabwe 


FINANCE 


Medium- to long-term financing tor 
overseas Investment projects ts 
available through loan guaranties and 
direct loans. OPIC’s all-risk loan 
guaranties, issued to U.S. lending 
institutions, typically range trom $2 
million to $25 million, but can be as 
large as $50 million. OPIC’s direct 
loans, reserved for overseas investment 
projects involving smal! U.S. busi- 
nesses, typically range trom $500,000 
to $6 million. OPIC will participate in 
up to 50 percent of the total project 
cost for a new venture, and 75 percent 
of the total cost of an expansion. 


INVESTMENT | 


INSURANCE 

OPIC can insure U.S. investments 
overseas against three political risks: 
political violence (war, revolution, 
insurrection, civil strife) affecting 
assets and/or business income: expro- 
priation: and inconvertibility of local 
currency. Specialized insurance 
coverages are also available tor U.S. 
investors involved with certain con- 


tracting, exporting, licensing or leasing 
transactions to be undertaken in a 
developing country. 


DEVELOPMENT 
FUNDS 

OPIC currently sponsors three invest- 
ment tunds designed to promote 
development in various regions and 
business sectors. The Africa Growth 
Fund provides venture capital for 
enterprises in Africa: the Central and 
Eastern European Growth Fund will 
provide capital for projects in the 
newly emerging democracies of this 
region: and the Environmental Invest- 
ment Fund will provide capital for 
projects in environmental business 
sectors such as sustainable agriculture. 
forest Management, ecotourism, 
alternative energy. and pollution 


control. 
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Company 


WORLDWIDE 


Kidder, Peabody & Company 
Booz. Allen & Hamilton 


THE AMERICAS 
ANTIGUA 

Pineapple Beach Hotel 
ARGENTINA 

Bank of Boston 

Chase Manhattan Bank. N.A. 
Citibank, NLA. 

Citibank, N.A. 


Manutacturers Hanover 
International Banking Corporation 


VeDonald’s Corporation 
Phe Protane Corporation 
BARBADOS 

Phe Coca-Cola Company 


BOLIVIA 


Maquinaria Tractores y Equipos S.A. 


BRAZIL 

Bank of Boston 

Bank of Boston 

Bank of Boston 

Bank of Boston 

Citicorp Leasing International, Inc 
Continental Bank, N.A. 
MeDonald’s Corporation 


Security Pacific National Bank 
HILE 


of America 
ink of Boston 


(COLOMBIA 


Frontier Exploration, Inc. 
NCR Corporation 


WR. Grace & Co. 
International Pape: Company 


Proyects u ed and/or tina Phy OPIC 1 
rantics. this t 


Ta 


Description 


Environmental Investment Fund 


Hotel Expansion 


Petroleum Refining and Marketing 
Paper Manutacturing 
Banking 


Telephone Company Privatization 


Petroleum Refining and Marketing 


Restaurant Expansion 


Gas Processing Plant 


Beverage Production 


Construction Equipment Distributorship 


Restaurant Expansion 
Financing tor Small Businesses 
\ircratt Leasing 

Equipment Leasing 

\ircratt: Leasing 

\ircratt: Leasing 


Restaurant Expansion 


Equipment Leasing 


cucalyptus Pu i 
I lyptus Pulp Mill 


Petroleum Exploration 


Computer Manufacturing 


Paper Mill Privatization 


Amount 


of Assistance” 


40 000.000 


2.600.000 


15,400,000 
7.499.062 
9.999 OOO 

75.000.000 


7.700.000 


1.850.000 


42.500.000 


1.657.000 


1.500.000 


27,000,000 
30,000,000 

1.070.069 
30,000,000 
28.710.593 

4.849.000 
14,000,000 


77.38 1.000 


60.000 000 


> 268.450 
1.102.000 


25 000,000 


Type 
of Assistance 


Loan Guaranty 


Direct Loan 


Insurance 
Insurance 
Insurance 


Insurance 


Insurance 


Insurance 


Insurance 


Insurance 


Direct Loan 


Insurance 
Insurance 
Insurance 
Insurance 
Insurance 


insurance 


Loan Guaranty 


Insurance 


Insurance 


Insurance 


Insurance 


Loan Guaranty 


Company 


COSTA RICA 


Belove & Arienti Watchcase Co.. Inc. 


International Image Makers, Inc. 


Stone Container Corporation 
DOMINICAN REPUBLIC 
Caribex Dominicana S.A. 


GITE Corporation 
Parque Industrial Itabo S.A. 


Jacmel Jewelry. Inc. 


TH Industries, Inc. 

EL SALVADOR 

Caterair Holdings Corporation 
Perry Manutacturing Company 
GRENADA 

Datalogic 

GUATEMALA 

Caterair Holdings Corporation 
Citibank, N.A. 

lelmim. Angelo 

Patterson Frozen Foods 
GUYANA 

Export Services, Inc. 

Green Mining. Inc. 
HONDURAS 


kabrica Industrial de 
Alimentos de Honduras 


Wellington Hal! Caribbean Corp. 
JAMAICA 

Citibank, N.A. 

Citicorp 

Jamaica Grande 


Kaiser Aluminum & 
Chemical Corporation 


Rose Hall Associates Lid. Partnership 


Werner. Martin 


Description 


Jewelry Manutacturing 


Wood Carvings Manufacturing 


Reforestation 


Fruit Juice Processing Plant 


Industrial Park Expansion 


Gold Jewelry Manufacturing 


Electronic Devices 


Airport Kitchen Facilities 


Apparel Manufacturing 


Data Processing 


Airport Kitchen Facilities 
Banking 
Fruit and Vegetable Processing 


Frozen Vegetable Processing 
g NM 


Bauxite Industry Equipment 


Bauxite Mining Services 


Condiment and Food Processing 


Wood Furniture Manufacturing 


Hotel Privatizations 
Banking 


Hotel Privatization and Returbishment 


Alumina Production 


Hotel 


Seafood Processing 


Amount 


of Assistance 


SO0.000 
375.000 


11 000,000 


2.620.000 


1.600.000 
1.145.000 
855.000 


2.000 000 


1.065.700 


585.000 


1.800.000 


1.488.375 
1.399.860 
1.000.000 
4,000,000 


900.000 


8. 200,000 


815,000 


2.000.000 


33.820.000 
S75.870 
27.000.000 


LO. 800.000 


28.029,.000 


405 000 


Type 
of Assistance 


Direct Loan 


Direct Loan 


Loan Guaranty 


Direct Loan 


Loan Guaranty 


Direct Loan 
Loan Guaranty 


Direct Loan 


Insurance 


Insurance 
Direct Loan 


Insurance 
Insurance 
Insurance 


Direct Loan 


Insurance 


Insurance 


Direct Loan 


Insurance 


Insurance 
Insurance 


Loan Guaranty 


Insurance 


Insurance 


Insurance 
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Company 


ST. VINCENT 
Holroyd. Frederick 
PRINIDAD AND TOBAGO 


Citicorp/Pan West Engineers and 
Constructors, Inc. 


URUGUAY 

BellSouth Enterprises. Inc. 
VENEZUELA 

Bank of America, NT & SA 


Bow ater. Inc 


Description 


Resort Condominium 


Liquid Natural Gas Refinery 


Cellular Telephone System 


lron Ore Briquette Manufacturing 


Privatization of Paper Mill 


Ariount 
of Assistance 


S 180.000 


99 S00.000 


5.000.000 


14,500,000 


61 400,000 
35,000,000 


CENTRAL / EASTERN EUROPE AND NORTHERN IRELAND 
CENTRAL / EASTERN EUROPE REGIONAL 


Salomon Brothers 


HUNGARY 


\merican Appraisal Associates. Ine. 


Citicorp 

Euro Central Monitor Lid 
General Electric Company 
Guardian Europe. S.A 
Mayne Tek. Inc 

Maxtech International. Inc 


RIMIE EURO, Inc 


LS WEST International Holdings. Inc 


Young & Rubicam, Inc 
NORTHERN IRELAND 


Lummus Holdings. Inc 


POLAND 

Carey Agri-International 

Hyatt International Corporation 
Marnot Corporation 


Metl-Span Corporation 


The Copernican Group, Inc 


7 H Computer Corporation 
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Central and Eastern European 
Growth Fund 


Appraisal Services 

Banking 

Security Monitoring System 
Lighting Products Manutacturing 
Float Glass Manutacturing 
Electric Motor Manutacturing 
Commercial Sign Workshop 
Alarm Systems 

Cellular Telephone Services 


Advertising Agency 


Flax and Wool Processing Equipment 
Manufacturing 


Cattle Trading 
Hotel/Ottice Facility 
Hotel/Ottice Facility 


Refrigeration Insulating Panels 


Potato and Giain Food Processing 


Computer Software Manutacturing 


S0.006 000 


1.000.000 
14.443,.000 
1.000.000 
145,000,000 
25,000,000 
2.700.000 
70.634 
270.000 
10,000,000 


1.539.000 


22,950,000 
6. S00.000 


295 000 
1S5.000.000 
16.430.000 


1 000.000 
1 SOO.000 


000.000 


134.849 


Type 
of Assistance 


Insurance 


Insurance 


Loan Guaranty 


Insurance 


Insurance 
Loan Guaranty 


Loan Guaranty 


Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 


Insurance 


Insurance 


Insurance 
Loan Guaranty 


Insurance 
Loan Guaranty 
Insurance 


Insurance 
Direct Loan 


Insurance 


Insurance 


Company 


YUGOSLAVIA 
Harsco Corporation 


Hyatt International Corporation 


| tt. Helmold & Bros.. Inc. 


AFRICA 
BOTSWANA 


\tnca Growth Fund/ 
Sherali” Management Corp. (ITT) 


Inter\ ® Corporation of America 
GAMBIA 

Vinaport Vessels. Inc. 

GHANA 

Pioneer Group, Ine. 

KENYA 

Citibank, N.A 

Felenet Communications Corporation 
MOROCCO 

SAAR Foundation. Inc 


NIGERIA 


Boston Overseas Financial Corporation 


The Coca-Cola Export Corporation 
SUDAN 
Citibank, N.A 


NEAR EAST AND ASIA 
BANGLADESH 

\merican Express Bank. Ltd. 
Citibank, NA 

EGYPT 

Gas Turbine Combined Cycle Assoc 
Phe Gillette Company 

INDIA 

Data General Corporation 

Phe Gillette Company 


Motorola Investment 
Development Corporation 


Description 


Steel Scrap Recor ery 
Hotel 


Die Rule Manufacturing 


Hotel 


Clay Brick and Tile Manutacturing 


Fishing Vessels 


Gold Mining 


Banking 


Communications Systems 


Integrated Dairy Operation 


Banking 


Beverage Production 


Banking 


Banking 


Fertilizer Plant 


Power Plant 


Razor Blade Manutacturing 


Computer Assembly 
Razor Blade Manutacturing 


Felecommunications Equipment 


St 
AN 


Amount 
of Assistance 


5.711.850 


S. S00 000 


950.000 


070.060 
00 000 


tvty 


331.600 


750.000 


A) 


S00 000 


to 


699.162 


468.473 


'~ 


150.000 


SOL61Y9 


48.600 000 


4.500.000 


( 


~_ 


00 000 


60 000 000 


423.000 


od 


240,000 


696.364 


tv 


JTRIIO 


> SO0.000 


— 


Type 
of Assistance 


Insurance 


Insurance 


Insurance 


Insurance 
Loan Guaranty 


Insurance 


Direct Loan 


Loan Guaranty 


Insurance 


Insurance 


Insurance 


Insurance 


Insurance 


Insurance 


Insurance 


Insurance 


Insurance 


Insurance 


Insurance 


Insurance 


Insurance 
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Company 


Ml Drilling Fluids Company 
INDONESIA 
Cabot Corporation 


Citsbank Overseas Investment Corp. 


Freeport McMoran Copper Company 


ISRAEL 


Lnited International-Israel 


KOREA 


Nv lint Corporation 


PAKISTAN 

American Express Bank Lid. 
Bank of America, NT & SA 

Chase Manhattan Bank. N.A. 
Ciubank, N.A. 


Garnet Resources Corporation 


PHILIPPINES 

Bechtel Investments. Ine. 
Citicorp Scrimgeour Vickers 
birst Philippine Capital Fund 
hirst Philippine Capital Fund 
birst Philippine Capital Fund 
Maxim Integrated? Products. Inc. 
Phillips Foods, Inc 

SRI LANKA 

American Express Bank, Ltd. 
THAILAND 

Citibank Overseas Investment Corp 
H. J. Heinz Company 
TURKEY 

\thantic Industries, Lid 


Citibank, NLA. 


Ferro Corporation 


Description 


Drilling Fluids Production 


Carbon Black Production 
Securities 3rokerage 


Copper and Gold Mining 


Cable Television Network 


Toy Manutacturing 


Banking 
Banking 
Banking 
Banking 


Petroleum Exploration 


High-Tech Industrial Park 

Gas Turbine Power Station 
Automotive Wiring Harnesses 
Semiconductor Devices 

Textile Yarn Spinning 
Semiconductor Testing Equipment 


Seatood Processing 


Banking 


Banking 


Food Processing 


Beverage Production 
Banking 


Frits (Ceramic Compounds) 


Amount 


of Assistance 


S 


705.6056 


4.000.000 


6.975.000 


450.000 


11.126.000 

723.600 
14.850.000 
35,999. 700 


2.000.000 


1.000.000 


912.546 


73.609 


te 


R72 511 
493.746 
$26,140 


300, 000 


667.495 


969.605 


1.138.132 


9.450.000 
8.550.000 


$300,000 


Type 
of Assistance 


Insurance 


Insurance 
Insurance 


Insurance 


Insurance 


Insurance 


Insurance 
Insurance 
Insurance 
Insurance 


Insurance 


Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 


Insurance 


Insurance 


Insurance 


Insurance 


Insurance 
Insurance 


Insurance 


Price Waterhouse by 


December 14, 1990 


To the Board of Directors 
Overseas Private Investment Corporation: 


We have audited the accompanying balance sheets of Overseas Private Investment 
Corporation (OPIC) as of September 30, 1990 and 1989, and the related statements 
of income, capital and retained earnings, and of cash flows for the years then ended. 
These financial statements are the responsibility of OPIC’s management. Our 
responsibility is to express an opinion on these financial statements based on our 
audits. 


We conducted our audits in accordance with generally accepted auditing standards and 
the standards in Government Auditing Standards issued by the Comptroller General 
of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free of material 
misstatement. Also, in accordance with those standards and as an integral part of our 
examination, we issued separate reports that describe the scope of our review and 
findings related to internal accounting controls and compliance with laws and 
regulations. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management as well 
as evaluating the overall financial statement presentation. We believe our audits 
provide a reasonable basis for our opinion. 


In our opinion, the financial statements audited by us present fairly, in all material 
respects, the financial position of OPIC at September 30, 1990 and 1989, and the 
results of its operations and its cash flows for the years then ended in conformity with 
generally accepted accounting principles. 


As discussed in Note 3 to the financial statements, OPIC changed its accounting policy 


with respect to providing reserves for losses on political risk insurance and investment 
guaranties as of September 30, 1989. 


oo Watuheuse 


= 
> 
: 


OVERSEAS PRIVATE INVESTMENT CORPORATION 


AT SEPTEMBER 30 (8 in thousands) 1990 
ASSETS 
Cash and Investments: 
Cash $ 4.265 
U.S. Treasury securities at amortized cost plus accrued interest (Note 5) 1.499.864 
1,504,129 


Direct Investment Fund loans outstanding less allowance for uncollectible loans 


of $13.251 in FY 1990 and $16,357 in FY 1¥89 (Note 6) 46.149 
Accrued interest and fees 5.906 
Accounts receivable 3.204 


Furniture, equipment and leasshold improvements at cost less accumulated 


depreciation and amortization of $1,450 in FY 1990 and $2,007 in FY 1989 1.540 
Assets acquired in claims settlements less allowance for doubtful recoveries of 

$19.473 in FY 1990 and $19.314 in FY 1989 (Note 7) 35,193 
Total assets $1,596,121 


LIABILITIES, CAPITAL AND RETAINED EARNINGS 
Liabilities: 


Reserve for political risk insurance (Notes 2 and 3) S$ 38,000 
Reserve for investment guaranties (Notes 2 and 3) 18.000 
Accounts payable and accrued expenses 4.800 
Lnearmed premiums 19.074 

79.874 


Contingent liabilities (Notes 9, 10 and 13) 


Capital and retained earnings: 


Contributed capital 50,000 

Retained carmings: 
Restricted: 

Insurance (Notes & and 9) 978,103 

Guaraniy (Notes 8 and 10) 482.331 

Unrestricted 5.813 

1.516.247 

Total liabilities, capital and retained earnings $1,596,121 


The accompanying notes are an integral part of the financial statements 


OH 


1969 


S$ 666 
1,340,533 
1.341.199 


36.915 
4.812 
5.183 


1.729 


57.361 
$1,447,199 


$ 34,000 
16.000 
4.501 
19.478 
73,979 


50,000 


9OS.611 
410,006 
"603 
1,373,220 
$/.447,199 


OVERSEAS PRIVATE INVESTMENT CORPORATION 


FOR THE YEARS ENDED SEPTEMBER 30 (8 in: thowsands) 


REVENUES 

Political risk msurance premiums 
Investment guaranty fees 

Direct investment interest and fees 
Interest on US. Treasury securities 


(ther mterest and income 


EXPENSES 
Salaries and benetits 
Provision tor (Notes 2 and 3) 
Political risk insurance 
Investment guaranties 
Provision tor uncollectible DIF Loans (Note 6) 
Contractual services 
Rent. communications and utilities (Note 11) 
Depreclration and amortization 


Other general and administrative expenses 


Income betore cumulative effect of change in accounting policy 


Cumulative effect on prior years (to September 30, 1988) of recording a 


provision vor political risk insurance and investment guaranties (Note 3) 


NET INCOME 


Pro forma amounts assuming the new reserve policy 


is applied retroactively (Note 3): 


NET INCOME 


The accompanying notes are an integral part of the financial statements 


1990 


36.465 
12.480 
5.446 
113,126 
02 


167.719 


8.381 


&. SOK 
2.675 
400 
RY3 
2.377 
4X 
970) 
24,692 
143.027 


143,027 


143,027 


1989 


33,528 
12.628 
4,303 
101,713 
203 
152.375 


7,592 


6,280 
3.800 
8.160 
1.165 
2.149 
404 
789 
30,339 
122.036 


48,000 


74.036 


122.036 


STATEMENT OF CAPITAL AND RETAINED EARNINGS 


COON ERSEAS PRIVATE INVESTMENT CORPORATION 


FOR THE 2 YEARS ENDED 
SEPTEMBER 30. 1990 (8 bn Hinds 


BALANCE SEPTEMBER 30. 1988 
Net mecome 


lransters trom unrestricted retained carmings 


BALANCE SEPTEMBER 30, 1989 


Net moome 


lransters from unrestricted retained carmings 


BALANCE SEPTEMBER 30, 1990 


Contributed 


‘ SOL000 


{) 
{) 


S0.000 


) 
0 
S SO.000 


Retained Earnings 
Restricted 

Insurance Guaranty 

(Notes 8 (Notes 8 
and 9) and10) Unrestricted 
S RNRONYO! 8S FSR ROH OS 5.487 
() () 740% 
MI” $1200 (71.9) 
VOS 611 410.006 7 #3 
() () 143.0027 
72,492 72,325 (144.817) 
S 978.108 § 482331 S S x13 


S1 O99 1K4 


1 373 


144.027 
() 


$1.516.247 


STATEMENT OF CASH FLOWS 


ON ERSEAS PRIVATE INVESTMENT CORPORAT_ ON 


INCREASE (DECREASE) IN CASK 1990 1989 
FOR THE YEARS ENDED SEPTEMBER 30 (8 ih) rhewscmds 
CASH FLOWS FROM OPERATING ACTIVITIES: 
Net Income § 143.007 s 74.0% 
\djustments to reconcile net income to net cash provided by operating activities 
Cumulative effect on prior years of new reserve policy 0) 458.000) 
Provision tor 
Political mb msurance &_ SOX 610) 
Investment guaranties 2.675 1800 
Provision tor uncollectible DIF loans 4H) s.160 
Premiums earned (36.465) (33,528) 
\mortization of discounts on US. securities (44.341) (34.489) 
Depreciation and amortization 4&8 404 
Premiums received 46.0062 33.712 
Increase m accounts payable 2»yY 770) 
Increase) decrease m accrued interest and fees (4.181) (4.290) 
Decrease (increase) in accounts receivable 1.978 (1.912) 
\ssets acquired in claims settlements (10.671) (4.675) 
Recovenes on assets acquired in claims settlements 28 443 6.274 
Cash provided by operating activities 126,222 102.462 
CASH FLOWS FROM INVESTING ACTIVITIES: 
Miaturites of LS. securities YR3._4900) 43.440) 
Purchase of U.S. securities (1L0YS 492) (944,793) 
Repayment of DIF loans 12.701 6.319 
Disbursement of DIF loons (23.122) (TOY) 
\equisition of furniture and equipment (MO) (263) 
CASH USED IN INVESTING ACTIVITIES (122.623) (106.306) 
NET INCREASE (DECREASE) IN CASH S 3.599 S (3.844) 
CASH AT BEGINNING OF YEAR 666 4.510 
CASH AT END OF YEAR S 4.265 s hhh 


' mpanving notes are an integral part of the trnancial statements 


\e 


OVERSEAS PRIVATE INVESTMENT CORPORATION 


September 30, 1990 and 1989 


Note 1: Statement of 
Corporate Purpose: 


The Overseas Private Investment 
Corporation (OPIC) is a self- 
sustaining U.S. Government agency 
created under the Foreign Assistance 
Act of 1961 (FAA), as amended, to 
facilitate U.S. private investment in 
triendly developing countries, 
primarily by offering political risk 
insurance, Investment guaranties, 
direct loans, and preinvestment 


SeTVices. 


Note 2: Summary of Significant 
Accounting Policies: 


Revenue Recognitions Revenue trom 
political msk insurance premiums ts 
recognized on a pro-rata basis over the 
contract coverage period. Interest on 
loans is accrued based on the principal 
amount outstanding. Guaranty fees 
are amortized over the applicable loan 
period. Revenue from both loan 
interest payments and guaranty fees 
which are more than 90 days past due 
is recognized only when cash ts 
received. Accretion of discount on 
investment securities ts amortized into 
income under a method approximating 
the effective yield method. 


Reserves for Political Risk Insurance 
and Investment Guaranties: The 
reserves for political risk insurance 
and investment guaranties provide for 
losses inherent in those operations. 

I hese reserves are general reserves, 
available to absorb losses related to 
the total insurance and guaranties 
outstanding, which are off-balance 
sheet commitments. The reserves are 
increased by provisions charged to 
expense and decreased for claims 
settlements. 

The provisions tor political risk 
insurance and investment guaranties 
are based on management's evaluation 
of the adequacy of the related 
reserves. This evaluation 
encompasses consideration of past 
loss experience and other factors. 
including changes in the composition 
and volume of the insurance and 
guaranties outstanding, and worldwide 
economic and political conditions. 
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Allowance for Uncollec tihle Loans 
The allowance for uncollectible loan 
amounts ts based on management's 
periodic evaluations of the loan 
portfolio. In its evaluation, 
management considers numerous 
factors, including, but not limited to, 
general economic conditions, loan 
portfolio composition, and prior loan 
loss experience. 


Fund Balance with the U.S. Treasury 
Substantially all of OPIC’s receipts 
and disbursements are processed by 
the U.S. Treasury, which, in effect, 
maintains OPIC’s bank accounts. For 
the purposes of the Statement of Cash 
Flows, OPIC’s funds in the U.S. 
Treasury are considered cash. 


Investment in US. Treasury 
Securities: By statute, investments 
in U.S. Treasury securities are limited 
to funds derived from fees and other 
revenues. Investments are carried at 
face value less unamortized discount 
and are generally held to maturity. 
OPIC has the ability and intent to hold 
its investments until maturity or until 
the carrying cost can be otherwise 


recovered. 


Valuation of Assets Acquired in 
Claims Settlements: Assets acquired 
in claims settlements are valued at the 
lower of management's estimate of 
the net realizable value of recovery or 
the cost of acquisition. 

OPIC acquires foreign currency in 
settlement of inconvertibility claims 
when an insured foreign enterprise ts 
unable to convert foreign currency 
into U.S. dollars. The U.S. dollar 
equivalent is recorded until utilized by 
OPIC or other agencies of the United 
States Government or unti! exchanged 
for U.S. dollars by the foreign 
government. 


Depreciation and Amortization 
Depreciation and amortization of fixed 
assets and leasehold improvements are 
computed using the straight-line 
method over the estimated usetul life 
of the asset or lease term, whichever ts 
shorter, with periods ranging from 5 to 
10 years. 


Acquisition Costs: Costs of acquiring 
new insurance or finance business are 
expensed in the year incurred as such 
costs are not considered material. 


Note 3: Change in Accounting Policy: 


As of September 30, 1989, OPIC 
adopted the policy of recording a 
general (non-specific) reserve for 
losses on political risk insurance and 
investment guaranties to better reflect 
probable yet unspecified losses on its 
insurance and guaranty portfolios. 
Prior to 1989, OPIC only recorded 
liabilities and losses when specific 
insured or guaranteed events occurred. 

Management b-lieves the new 
accounting policy ts preferable 
because tt provides tor more timely 
recognition of insurance and guaranty 
losses: recognizes the impact of 
worldwide economic and political 
conditions; and is more consistent 
with accounting policies followed by 
similar public and private sector 
entities. The cumulative effect on 
prior years of the accounting change 
has been recorded in the 1989 
Statement of Income. Pro forma 
amounts shown in the Statement of 
Income reflect retroactive application 
of the new accounting policy. 


Note 4: Intragovernmental 
Financial Activities: 


OPIC, as a U.S. Government agency. 
is subject to financial decisions and 
management controls of the Office of 
Management and Budget (OMB). As 
a result of this relationship, OPIC’s 
operations may not be conducted nor 
its financial position reported as they 
would be if OPIC were not a 
government corporation. Furthermore. 
in accordance with international 
agreements relating to its programs, as 
well as internal U.S. Government 
operating procedures, foreign currency 
acquired by OPIC can be used tor U.S 
Government expenses. This facility 
constitutes an additional means by 
which OPIC caa recover U.S. dollars 
with respect to its insurance and 
finance programs which would 
otherwise be unavailable. 


Note 5: Investment in U.S. Treasury 
Securities: 


The amortized cost and estimated market value of investments in U.S. Treasury 


securities are as follows: 


Amortized 


Cost 
LS. Treasury Securities 


At September 30, 1990: 


At September 30, 1989: 


$1.483.417 


$1,327,173 


Gross Gross Estimated 
Unrealized Unrealized Market 
Gains Losses Value 
(S in thousands) 


$5,788 $ (3.061) $1,486,144 


$5.855 $1 10.469 ) 


The amortized cost and esumated market value of U.S. Treasury securities at 
September 30. 1990, by contractual maturity, are shown below. Expected maturities 
will differ trom contractual maturities when OPIC excercises its right to sell 


securities prior to maturity. 


Due m one year or less 

Due after one year through tive years 
Due alter five years through ten years 
Due alter ten years 


Estimated 
Amortized Market 
Cost Value 
(S$ in thousands) 


$ $50,340 
871.697 
41,584 
19.796 
$1.483.417 


$ §51.537 
874.584 
40.773 
19.250 
$1.486,144 


Proceeds from sales of investments in U.S. Treasury securities during 1990 were 


SS.8 million and during 1989 were $13 million. Gross gains and gross losses were 
less than $1,000 in both years. Accrued inierest totalled $16.4 million at September 
40. 1990 and $13.4 million at September 30, 1989. 


Note 6: Direct Investment Fund (DIF): 


OPIC is authorized by the FAA to 
make private sector loans to projects 
in developing countries, on terms and 
conditions established by OPIC. trom 
funds either appropriated or 
accumulated through operations. The 
aggregate amount of such loans in any 
year cannot exceed the amount 
established in advance by 
appropriation acts. For fiscal years 
1990 and 1989, the relevant 
appropriation acts allowed new loan 
obligations of up to 

519.9 million and $23.0 million 
respectively, and OPIC’s Board 
authorized corporate transfers to the 
DIF of $17.3 million and 

$20.0 million, respectively 


The cumulative status of the DIF is 
as follows: 


As ot 1990-1989 
September 30 (S$ in millions) 


Sources of DIF Funds 
Original government 
transfers 
Cumulative corporate 
transfers 183.3 136.0 
Total funds made 
available for DIF 193.3 176.0 


$40.0 $ 40.0 


Uses of DIF Funds 
DIF outstanding 
loans receivable 
Undisbursed 
commitments 32.5 37.1 
Cumulative 
charge-otfs 17.6 14.0 
Unused authority 83.8 71.6 
Total funds made 
available for DIF $193.3 $176.0 
Interest income is not accrued on 
direct loans which have payments that 
are more than 90 days past due. Loans 


with payments more than 90 days past 
due totalled $15.9 million at 
September 30, 1990 and $20.5 million 
at September 30, 1989. Ii interest 
income had been accrued on those 
loans, 11 weuld have approximated 
$1.8 milliot during fiscal year 1990 
and $2.4 milion during fiscal year 
1989. Interest collected on delinquent 
loans and recorded as income when 
received amounted to $0.9 million and 
$0.3 million in fiscal years 1990 and 
1989. respectively. 

Changes in the allowance for 
uncollectible loans during fiscal year 
1990 and 1989 were as follows: 


1990 LYRY 
(Sin thousands) 


Beginning balance $16,357 $ 8,243 
Charge-offs (3.613) (270) 
Recoveries 107 224 
Provision 400 8.160 


Ending balance $13,251 $16,357 


Note 7: Assets Acquired in 
Claims Settlements: 


Claim related assets may result from 
payments on claims under either the 
investment guaranty program or the 
insurance program. Under the 
guaranty program, when OPIC pays a 
guaranteed party, a receivable ts 
created. Under the insurance program, 
similar receivables reflect the value of 
subrogated assets, generally local 
currency or host country notes, that 
may be acquired as a result of a claim 
settlement. 

Claim related assets for insurance 
and guaranties are summarized below: 


As ot 1990 1989 
September 30 ($ in thousands) 


Claim related assets $54,666 $76.675 
Less: Allowance for 

doubtful recoveries (19.473)(19.314) 
Net assets acquired in 

ciaims settlements $35,193 $57,361 


Note 8: Statutory Reserves and 
Full Faith and Credit: 


Section 235(c) of the FAA established 
a fund with separate accounts known 
as the Insurance Reserve and the 
Guaranty Reserve for the respective 
discharge of liabilities arising from 
investment insurance or from 
guaranties issued under Section 234(b) 
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ot the FAA and similar predecessor 
guaranty authority. These reserves are 
reflected on the balance sheet as 
restricted retained earings for each 
program: Insurance and Guaranty. 

These amounts may be increased by 
ansters trom unrestricted retained 
carmings or by appropriations. A total 
of $144.8 million in 1990 and $71.9 
million in 1989 was transferred from 
unrestricted retained earings. At 
September 30. 1990 and 1989, 
unrestricted retained earnings 
available for Insurance or Guaranties 
were 95.8 million and $7.6 million, 
respectively. 

Should tunds at any time not be 
sufficient to discharge obligations 
arising under investment insurance or 
guaranties, and if OPIC exceeds its 
S100-million borrowing authority 
authorized by statute, funds would 
have to be appropriated to fulfill the 
pledge of full faith and credit to which 
such obligations are entitled. Standing 
authority for such appropriations ts 
contained in Section 235(1) of the 
FAA. 

All approved claims arising from 
investment insurance issued by OPIC, 
all guaranties issued by OPIC in 
connection with the settlement of such 
claims, and all guaranties referred to 
in the first paragraph above constitute 
obligations on which the tull faith and 
credit of the United States of America 
is pledged tor full payment and 
performance. 


Note 9: Insurance Proqram: 


OPIC’s restricted retained earings for 
Insurance at September 30, 1990 and 
1989 totalled $978.1 million and 
$905.6 million, respectively. Charges 
against these retained earnings could 
arise from contingent liabilities under 
(A) outstanding political risk 
insurance contracts, (B) pending 
claims under insurance contracts, and 
(C) guaranties issued in settlement of 
claims arising under insurance 
contracts. These three categories of 
contingent liabilities are discussed in 
more detail below. 


(A) Political Risk Investment 

Insurance: OPIC issues insurance 
under limits fixed by the statutory 
authorization in the FAA and prior 
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authorities. The utilization of these 


authorized amounts (excluding 
obligations under guaranties tssued in 
settlement of claims) ts as follows: 


Unused 
Authority 
(Sin millions) 


As ot Total 
September 30, 1990 


Statutory authorization: 
Prior S 140 


FAA 7.500 $2.42] 


Available authority $7.640 $2.421 


OPIC, as did its predecessors, insures 
investments against three different 
risks: inconvertibility of currency, 
expropriation, and political violence. 

Insurance coverage against 
inconvertibility protects the investor 
from increased restrictions on the 
investor s ability to convert local 
currency into U.S. dollars. 
Inconvertibility insurance does not 
protect against devaluation of a 
country’s currency. 

Expropriation coverage provides 
compensation tor losses due to 
confiscation, nationalization, or 
governmental actions the cumulative 
effect of which ts to deprive investors 
of their fundamental rights to the 
investment. 

Insurance for political violence 
insures Investors against losses caused 
by politically motivated acts of 
violence (including war, revolution, 
insurrection, civil strife. terrorism and 
sabotage ). 

Claim payments are limited by the 
amount of coverage purchased and the 
value of the investment at the time of 
the loss, and are reduced by recoveries 
from other sources. Losses on 
insurance claims may be further 
reduced by recoveries by OPIC as 
subrogee of the insured’s claim 
against the host government. 

Under most outstanding OF C 
contracts, investors may insure 
projects for all three coverages, but 
aggregate claim payments may not 
exceed the single highest coverage 
amount. Management has 
incorporated this limitation in tts 
calculation of the amounts shown as 
outstanding above. 

The outstanding amount ts of little 
use in realistically evaluating the 


MarimuM exposure to imsurance 
claims, however, because ut includes 
insurance for which OPIC ts 
committed but not currently at risk. 
Management 
believes that a more 


Outstanding —s accurate 
representation of 
exposure to claims 

S 140 arising from OPIC’s 
5.079 insurance Contracts 
can be obtained by 
$5,219 assuming that the 


coverage under 
which the claim would be brought 
would be the coverage with the 
highest amount of current insurance in 
force (.e., as to which OPIC is 
currently, not prospectively, at risk). 
Based on this assumption, 
management believes the maximum 
potential exposure of OPIC to claims 
at September 30, 1990. 's $3.3 billion. 
Insurance policies remain in force for 
up to 20 years. 


(B) Pending Claims: At September 
30, 1990, the total amount of 
compensation formally requested in 
insurance claims tor which no 
determination of specific liability has 
yet been made was approximately $3.0 
million under expropriation coverage. 

In addition to requiring formal 
applications for claimed 
compensation, OPIC’s contracts 
require investors to notify OPIC 
promptly of host government action 
which the investor has reason to 
believe is or may become an 
expropriatory action. Compliance 
with this notice provision sometimes 
results in the filing of notice of events 
that do not mature into expropriatory 
actions. 

The highly speculative nature of 
these notices, both as to the likelihood 
that the event referred to will ripen 
into expropriatory action aid the 
amount, if any, of compensation that 
may become due, leads OPIC to 
follow a policy of not recording a 
specific liability related to such 
notices in its financial statements. 
Any claims that might arise trom 
these situations are, of course, entirely 
encompassed in management's 
estimate that maximum potential 
exposure under existing investment 


insurance contracts 1s $3.3 billion 
(Note YA). 


(Cy) Claims Settlement Guaranties: In 
connection with two claims settlements 
in 1978 and 1984, OPIC entered into 
indemnity agreements with insureds 
under which OPIC could be liable tor 
up to $12.6 million. These amounts 
represent contingent liabilities. 


Note 10: Investment Guaranty Program: 


(Ay) Restricted Retained Earnines. Yo 
promote Overseas investments, OPIC 
guarantees certain U.S. investments in 
less developed countries. This 
guaranty service is provided for under 
current authorizations of Section 
234¢b) of the FAA as well as under 
prior authorizations to OPIC's 
predecessors and includes guaranties 
of loans and other investments. 
OPIC’s loan guaranty covers the risk 
of detault for any reason. In the event 
of a claim on OPIC’s guaranty, OPIC 
makes payments of principal and 
interest to the lender. The loans which 
are guaranteed can bear either fixed or 
floating rates of interest and are 
payable in U.S. dollars. OPIC’s losses 
on payment of a guaranty a.. “educed 
by the amount of any recovery from 
the borrower, the host government, or 
through disposition of assets acquired 
in connection with payments on 
guaranties. 

Section 235 of the FAA requires 
OPIC to have, at the time OPIC 
commits itself to issue any guaranty 
under Section 234(b), a Guaranty 
Reserve equal to at least 25 percent of 
guaranties then issued and outstanding 
or committed under 234(b) and prior 
authorities. This guaranty reserve is 
reflected on the balance sheet under 
Restricted Retained Earnines. At 
September 30, 1990 and 1989, the 
restricted retained earnings for 
Guaranties totalled $482.3 million and 
$410.0 million, respectively. At 
September 20, 1990, this amount 
exceeded the minimum required 
reserve by $251.8 million. 


(B) Investment Guaranty Authority 
and Cumulative Status: Guaranties 
may be issued only to the extent or in 
such cumulative annual amounts as 
provided in advance by appropriation 
acts. For fiscal year 1989, the appro- 
priation act allowed new guaranty 
obligations of $175 million, while ia 
fiscal year 1990, the appropriation act 
permitted new guaranty obligations of 
$211.5 million. 

The tollowing schedule reflects the 
cumulative status of the guaranty 
authority, commitments and 
outstanding balances: 


As of 1990) 1989 
September 30 (S$ in millions) 


Statutory authorization: 

Prior $ 59S 59 

FAA 1,500.0 1,500.0 
1,505.9 1,505.9 

Less uncommitted 


authority (583.8) (665.6) 
Total outstanding 

commitments 922.1 840.3 
Less undisbursed 

commitments (476.9) (454.4) 
Guaranties 


outstanding (at risk)$ 445.2 $ 385.9 


Guaranties range in term from one 
to 1S years. 


Note 11: Rent: 


OPIC leases office space under an 
operating lease. Rental expenses for 
1990 and 1989 were approximately 
$1.9 million and $1.8 million, 
respectively. Minimum future rental 
expenses under a 15-year lease (10 
years remaining) will be approximate- 
ly $1.9 million annually. with 
additional adjustments tied to the 
consumer price index. 


Note 12: Pensions: 


OPIC’s employees are covered by the 
Civil Service Retirement System 
(CSRS) or the Federal Employee 
Retirement System (FERS). For 
CSRS, OPIC withholds 7 percent of 
employees’ gross earnings. Their 
contributions are then matched by 
OPIC, and the sum is transferred to 
the Civil Service Retirement Fund 
from which this employee group will 
receive retirement benefits. For 
FERS. OPIC withiolds 0.8 percent of 


employees” gross earnings: in 1989, 
OPIC contributed 12.86 percent. The 
sum is transferred to the FERS fund 
from which this employee group will 
receive retirement benefits. An 
additional 6.2 percent of the FERS 
employees’ gross eamings are 
withheld and sent to the Social 
Security System from which 

the FERS employee group will receive 
social security benefits. 

Both employee groups may elect to 
participate in the Thrift Savings Plan 
(TSP). Based on employee elections, 
Oto 5 percent of gross CSRS earnings 
are withheld and 0 to 10 percent of 
gross FERS earnings are withheld. 
FERS . oployees receive an automatic 
| perceru ontribution trom OPIC. 
FERS employee elections are matched 
up to a total of 5 percent. 

Although OPIC tunds a portion of 
employee pension benefits under the 
CSRS. the FERS and the TSP and 
makes necessary payroll withholdings. 
it does not disclose the assets of the 
CSRS. FERS or TSP nor does it 
disclose actuarial data with respect to 
accumulated plan benefits or any 
unfunded pension liability. Reporting 
of such amounts 1s the responsibility 
of the U.S. Office of Personnel 
Management and the Federal 
Retirement Thrift Investment Board. 
Data regarding the CSRS’ and FERS’ 
actuarial present value of accumulated 
benefits, assets available for benefits, 
and unfunded pension liability are not 
allocated to individual departments 
and agencies. 


Note 13: Other Contingencies: 


OPIC is currently involved in certain 
legal claims and has received 
notifications of potential claims in the 
normal course of business. 
Management believes that the 
resolution of these matters will not 
have a material adverse impact on the 
Corporation. 


Note 14: Statutory Covenants: 


OPIC’s enabling statute stipulates 
both operating and financial 
requirements with which OPIC must 
comply. In management's opinion, 
OPIC is in compliance with all such 
requirements. 
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